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E.O. 11652: N/A 
TAGS: ENRGMY 

SUB J : PETRONAS TO START NEGOTIATIONS ON PRODUCTION 
SHARING AGREEMENTS 

REF: KL 6617 (NOTAL) 

1. BEGIN UNCLASSIFIED. "NEW STRAITS TIMES" ARTICLE DATED 
NOVEMBER 12 STATES PETRONAS WILL START NEGOTIATIONS WITH OIL 
COMPANIES ON PRODUCTION SHARING AGREEMENTS AFTER PRIME MINISTER 
HAS APPROVED MODEL AGREEMENT. TENGKU RAZALEIGH HAMZAH SAYS 
CHAIRMAN PETRONAS (NATIONAL OIL CO) SAYS 

PRODUCTION SHARING FORMULA WILL BE BASICALLY SAME FOR ALL OIL 
COMPANIES ALTHOUGH FINAL TERMS OF AGREEMENT WOULD VARY FROM 
COMPANY TO COMPANY. RAZALEIGH CONFIDENT AGREEMENTS CAN BE 
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2. REFERRING TO INTERIM AGREEMENT REACHED WITH EXXON (REFTEL) 
RAZALEIGH SAID THAT EXXON WILL RECEIVE 7.5 PERCENT OF GROSS 
REVENUE FROM OIL PRODUCED IN INTERIM PERIOD PLUS AGREED AMOUNT 
TO MEET ADDITIONAL COSTS IN DEVELOPMENT OF OIL PRODUCTION OFF 
SABAH, THAT PETRONAS HAS OFFERED SAME TERMS TO SHELL WITH BIGGER 
ADDITIONAL AMOUNT FOR DEVELOPMENT, AND THAT SHELL HAS AGREED TO 
INTERIM ARRANGEMENT IN PRINCIPLE. INTERIM AGREEMENTS WITH SHELL 
AND EXXON EXPECTED PRODUCE M$2 MILLION PER DAY REVENUES FOR 
PETRONAS. 

3. RAZALEIGH DISCLOSED HIS RECOMMENDATION TO GOM THAT PETROLEUM 
INCOME TAX ACT BE AMENDED TO PROVIDE THAT BOTH OWNERS OF OIL AND 
OIL COMPANIES SHARE TAX BURDEN, RATHER THAN JUST OWNERS AS AT 
PRESENT. ALSO STATED TWENTY-THREE INTERNATIONAL OIL COMPANIES 
HAD APPLIED TO PETRONAS FOR PERMISSION TO EXPLORE FOR OIL IN 
MALAYSIA SINCE AMENDMENT TO PETROLEUM DEVELOPMENT ACT, 1974. 

END UNCLASSIFIED. 

4. BEGIN LIMITED OFFICIAL USE. RAZALEIGH'S STATEMENTS TEND TO 
CONFIRM INFO REPORTED REFTEL THAT NEGOTIATIONS ON PRODUCTION 
SHARING AGREEMENTS WILL COMMENCE SOON. STATEMENT ON REVENUE 
APPARENTLY BASED ON MOST OPTIMISTIC FORMULATION. ACTUAL RETURNS 
TO PETRONAS WILL, OF COURSE, DEPEND ON TERMS PRODUCTION SHARING 
CONTRACTS AND, IN PART, ON TERMS OF TRANSFER AGREEMENT YET TO BE 
CONCLUDED WITH SABAH. HIS COMMENT ON 23 OIL COMPANIES APPLYING 
FOR EXPLORATION RIGHTS SINCE PASSAGE OF AMENDMENT TO PETROLEUM 
DEVELOPMENT ACT, 1974 IS SOMEWHAT MISLEADING AS AMENDMENT, INCLUD- 
ING CONTROVERSIAL MANAGEMENT SHARES PROVISION, APPLIES TO COMPANIES 
PROCESSING, REFINING, AND MARKETING PETROLEUM PRODUCTS AND NOT TO 
OIL EXPLORATION COMPANIES WHICH WILL BE UNDER PRODUCTION SHARING 
AGREEMENTS. 

UNDERHILL 
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